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Production and Marketing In Mississippi

Broiler

By
W.

E.

CHRISTIAN,

JR. and

PAUL

BLAIR

T.

INTRODUCTION
During

years,
commercial
broiler production in Mississippi has
increased at a phenomenal rate. Relatively high retail prices of beef and
pork have probably been reflected in
an increased consumer demand for
broiler meat. There is evidence to indicate since 1935 consumers have been
eating more of other meats as well as
chicken, Figure 1. This can be attributed largely to both a shift in demand

income

through
crease

recent

in

changes

production.

and an

in-

As

disposable
consumers tend to

income increases,
eat more meat if it is available. If income were greatly reduced, consumption of chicken would not necessarily
decline to its pre-war status.
The rate of expansion of the broiler
industry in Mississippi has been greater
since 1935 than for the United States.
Production in the States has increased
from 125 thousand birds in 1935 to
about 33 million in 1952, while production for the United States increased
from about 43 million in 1935 to about
856
million
1952. ^
in
Mississippi's
greatest expansion has occurred since
1946,

Figure 2.
marketing

is to be performed eforganization of the institutional marketing system must develop at a rapid rate. Major expansion
of production has occurred during a
period of a relatively high general price
level and general prosperity. Based on
general observations and momentum of
the movement, new producers may
have been induced to enter broiler
production without proper consideration being given to the long-run aspects
of the industry.
As is characteristic
of a rapidly expanding industry, old

If

the

ficiently,

problems

new

have been

aggravated

and

ones have arisen.

(1)

relate
1

of

this

States

study was

marketing practices and

"Farm Production.
Department

to returns to

produc-

and (2) evaluate the effects of
marketing
practices
and
financing
methods on the stability of the broiler industry.

Scope and Method
Seven counties were selected as the
area to be covered in this study, Figure 3. They were chosen because they
generally constituted the major broiler production areas of the state. Data
were collected by personal interview
from both broiler feed dealers and
broiler producers in each of these counties.
The original plans were to secure
data from a 100 percent sample of
dealers and a 25 percent random sample
of producers.
Various reasons prohibited the attainment of a 100 percent sample of
feed dealers and field work was concluded with data collected from about
90 percent of them. A total of 220 producer schedules and 52 dealer schedules was taken. However, few of the
dealers maintained records sufficient
to yield all of the data desired.
Many
of them discarded what records they
kept at the time the account was settled with the producer.
More success
was achieved with producer schedules,
although they were incomplete with resoect to production costs and practices.

PRODUCTION
CHARACTERISTICS
Certain production characteristics are
generally applicable to all of the areas
They are related to the genstudied.
eral type-of-farming area and the need
for a suitable enterprise to supplement
farm income and utilize surplus labor.

Characteristics of Production

Objectives of Study

The purpose

nancing methods
ers;

Units
to:
fi-

Type-of-farming. The
number of
acres per farm suitable for row-crop

Disposition, Cash Rc^eiots. Income. Chicken and Eggs— 1951-52. United
of Agriculture. Bureau of Agricultural Economics, April, 1953."
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The
tended to be small.
acreage per farm is
shown in Table 1. For the farms studied in seven counties, the average
size ranged from 55 acres in Pike
County to 111 acres in Rankin. For all
farms in the study, the average was
With the exception of 29
85 acres.
cases, all of the 220 producers interviewed reported they owned their
cultivation

average

total

farms.

About 25 percent of the farms reported the use of tractors and tractor
equipment. Table 2. The average number of acres cultivated per farm ranged from 11 acres in Pike County to 37
acres in Lee.
For all farms in the
study, an average of 19 acres per farm
was in cultivation. Table 2.

514

The combination

of enterprises tendbe about the same for all farms.
In most cases, the producers were engaged in general farming with the

ed

to

principal enterprises consisting of cotton, corn, hay and pasture, truck crops

and livestock. Data contained in Table
2 indicate that approximately twice as
much acreage, on the average, was used
for hay and pasture as was utilized in
producing row crops.
However, the
ratio between average acres cultivated
and average acres in hay and pasture
varied widely among counties.
The
ratio was about 1 to 4 for Pike and
Rankin Counties; 1 to 2 for Smith.
Scott, and Itawamba Counties; 1 to 1
for Simpson County; and 1 to 1.5 for
Lee County.

.

BROILER PRODUCTION, MARKETING AND FINANCING IN MISSISSIPPI

Miss

1935 36 37 38 39 40 41 42 43 44 45 46 47 48 49 50 51 52

Source:

U,S.D.A. Agricultural Statistics 1935-1951,
Washington, D. C. 1935-1951.
U.S.D.A., BAE, Mississippi Farm Report
Agricultural Statisticians' Office, Gulfport,
Mississippi, January, 1953.
* 1952 production not available.
,

,

,

,

Figure

2.

Broiler production, Uniled States and Mississippi, 1935-1952,

BROILER PRODUCTION. MARKETING AND FINANCING IN MISSISSIPPI
1.
Average acres in farms operated by
220 broiler producers, compared wilh the
average census farm in 1950 for the seven

Table 3. Average broiler capacity per producer and average square feet of floor
space utilized per bird, seven counties.

Table

counties. Mississippi,

Mississippi. 1952.

1952.

Acres per

I

broiler

County

I

rtankin

110.7
94.0
83.8
81.4
76.5
75.7
55.0

Smith

Itawamba
Scott

Lee

Simpson
Pike
All

-

--

-

farm

counties

85.0

|

Acres per

I

1950 census
far

m

County

Pike

Simpson
Lee

Itawamba

.94

sq.

ft.

in

2.

need more space dur-

with relatively high capacity. It was
also noted that one or two of the larger producers utilized automatic feeders, although as a general rule all broiler feeding was done by hand.
For 218 producers, an average of 3.8
hours of labor per day was required.
This was based on time required for
feeding and other daily chores. Broiler producers were dependent almost
entirely on other agencies for hauling
the birds to market and for feed de-

Lee County,

.75 sq. ft. generally made
specialists.
There was a

tendency for a slight seasonal variaTable

.74

amount of land suited to row crops.
Therefore, these farm families frequently are faced with a labor utilization problem.
As a result, often the
head of the family finds off-farm
employment necessary, while other
members of the family operate the
farm. The broiler enterprise is suited
to such a situation, since it is usually
possible for women and children to do
much of the required labor. Table 4
indicates that labor requirements did
not increase in proportion as capacity
increased; however, caution must be
used in drawing inferences in this case
due to the small number of producers

The average for all counties
studied was .74 sq. ft. per bird. This
closely approximated the recommended
allowance of

.66
.87

Labor requirements and technical
knowledge.
As already pointed out,
most of the farms on which broilers are
produced do not have an appreciable

3.

by poultry

5,533

.72

ing hot weather.

generally applied in those counties in
which producers had been in the business for a long period of time. During
recent years there has been a tendency
for new broiler houses to be constructed with a larger capacity. The average
capacity per producer for the seven
counties studied was 5,533 birds.
Floor space per bird. There was a
range in the average floor space allowed per bird from .66 sq. ft. in Rankin
to

counties

tion since birds

birds may be derived from four separate houses of 2,000 each or a single
house of 8,000 capacity. The small capacity and larger number of houses

County

Average floor
space per bird
(s^- ft-L
_

7.030
6.910
6,143
4,766
4,088
3.991
3,670

Smith
Rankin

Al]

Average
capacity
(bird s)

I

-

Scott

103.6
81.4
82.6
72.9
51.2
85.5
78.3
77.1

Size of broiler units. Small production units were characteristic of the
broiler industry in Mississippi.
The
average size, as measured by the average capacity of broiler houses, is
shown in Table 3. Average capacity
ranged from 3,670 birds in Itawamba
County to 7,030 birds in Scott County.
The difference in capacity cannot always be accounted for on the basis of
larger single houses in particular counties.
For instance, a capacity of 8,000

Table

11

Selected characteristics of farm operations of 220 broiler producers, seven counties,

Percent

County
Simpson
Itawamba
Scott

Rankin
Pike

t

Percent

reporting

reporting land

tractors

in cultivation

50

88
88
89
87
40
94
55
84

.''0

29
22
20

Smith
Lee

15

All counties

26

9

1

1

Average

Average

acres in
cultivation

acres in hay
and pasture

27
22
17

26
47
38
47
43
36
54
41

13
11

17

37
19

2
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4.
Frequency of various ranges of broiler capacity
218 producers, Mississippi, 1952.

Table

and average labor requirements,

Frequency

Hours

No. producers
40
60

0- 2,000
2.001- 4,000
4,001- 6,000
6,001- 8,000
8,001-10,000
10,001-12,000
12.001-14,000
14,001-16,000
16.001-20.000

Birds were sold at the farm
and loading crews performed the necessary labor.
In nearly all cases, the feed dealer

extended credit for feed, chicks, and
supplies and retained title to the broilers during the production period. The
credit source usually reserved the right
to supervise and regulate some of the
management practices and marketing
activities.
Under these conditions,
many of the producers might not have
felt the necessity of acquiring technical

knowledge

needed

to

manage

effi-

ciently.

Investment.

Buildings

ment do not

constitute

and

equip-

as large an
investment per producer as might be
expected. Several factors account for
this condition.
Many producers have
had access to cheap material for the
construction of broiler houses.
With
the mild climate in Mississippi, houses
do not have to meet the more exacting
standards prevalent in some areas. In
m.ost cases, the land utilized would
have little value in alternative uses.

Composition of farm

100

The average value

of broiler houses
producer interviewed constituted
from 7.2 percent of average total farm

per

assets in Rankin County to 17.2 percent in Scott County, Table 5. For all
counties studied, an average of 11.3 percent of total farm assets was represented by broiler houses. Percentages of
assets represented by waterers, feeders and brooders were about 1, 2, and
On the aver3 percent, respectively.
age, the broiler enterprise represented
about 17 percent of total farm assets.
This does not imply a high absolute investment in the broiler enterprise. The
average absolute value of broiler houses
and equipment per producer, for all
counties studied, was about $1,676. Although overhead costs as represented
by broiler houses and equipment were
relatively low, direct costs which included cost of chicks, feed, and supplies tended to be relatively high. This
point will be given subsequent consideration.
- No
attempt was made to determine the
value of manure derived from the broilers.

assets, 220 broiler producers,

Scott

Simpson
Rankin
Pike
Lee

Itawamba
All counties

seven counties, Mississippi,

totial

Broiler

assets
(dollars)
9,120.35
10.677.72

houses

Brooders

Feeders

Watei ers

(dollars)
890.00

(dollars)
277.12
319.60
241.54
292.44
328.64
362.50

'dollars)

(dollars)
63.58

.100.67

69.98
68.08
47.17
95.25
160.17

184.44
268.53

155.66
201.20

64.56

9.897.27
12,194.63
10,128.21
14.525.14
9.159.70
10,110.10

1,835.94
1,142.60
875. .30
858.20
1,786.11

973.00
1.141.69

Pel cent of total

Smith

226.76
203.88
222.00
1B5.,56

2J0.17

Lee
Itawamba

3.0
3.0
2.4
2.4
3.2
2.5
2.0

2.5
1.9
2.2
1.5
2.4
2.1
1.7

All counties

11.3

2.7

2.0

...

Simpson
Rankin
Pike

45. .56

All other
assets
(dollars)
7,662.89
8,248.32
8.223.05
10.794.16
8,605.95
11.915.69
7.801.04
8.434.12

farm assets

17.2
11.5
7.2
8.5
12.3
10.6

Scott

1952.

Average value

Average

County
Smith -

3.2
3.1
3.7
4.4
4.5
5.4
5.0
6.0
5.2

8.7
4.1
1.4
2.3
1.9

218

livery.

5.

18.3
27.5
23.4
12.4

51
27
19
9
3
5
4

All classes

Table

Percent

|

of labor

required/day
(weighted average)

Capacity
(No. birds)

514

0.7
0.7
0.7
0.4
0.9
1.1

0.5

84.0
77.2
83.2
88.5
85.0
82.0
85.2
83.4

BROILER PRODUCTION, MARKETING AND FINANCING IN MISSISSIPPI
Cost of produclion. Very few production or financial records were
found among producers interviev/ed.
In most cases, the records available consisted

mary
feed

of a few sales tickets or sumsheets given the producer by the
dealer.
Feed dealers tended to

somewhat more complete

have

cost

however,

quite frequently the
feed dealer made a practice of discarding individual brood records when the
brood was sold and settlement made
with the producer. In the absence of
data;

more complete

data,

this

study

was

confined to a consideration of direct
costs as represented by costs of baby
chicks, feed, medicine, fuel, and miscellaneous items from the dealer records,
and overhead costs as represented by
broiler houses, brooders, feeders, and
waterers from the producer records.
Table 6 indicates that for all counties studied, the weighted average total
direct cost of producing a pound of
broiler on open-account contract was
25.8 cents for the period July 1951July 1952. The weighted average price
received (26.8 cents per pound) was 1
cent per pound more than the cost.
This points directly to the importance
of keeping variable costs as low as
possible.
It necessitates extreme care
on the part of the producer in selecting
a dealer to finance his production. Cost
of feed, charge for credit, and the degree of dealer participation in management decisions and marketing must be
considered in terms of their effect on
the direct cost of production.
For instance, it is conceivable that a producTable

Weighted average variable
6.
counties, Mississippi, 1951-52.

cost

13

er might be very efficient in terms of
feed conversion obtained on a brood
and yet incur direct expenses to the
extent that his margin of return above
these expenses would be very small.
Under certain conditions, production
will continue as long as the returns
exceed the direct cost. There may be
practical exceptions
to
this
among
broiler producers in Mississippi. There
are indications that in the short run
some producers may start another

brood immediately after selling a brood
for less than the direct cost of production.
There is always hope for better
luck with the next brood and a chance
to pay off the losses from the previous
brood.
In other words, the decisions
are made on the basis of future expectations of cost-price relations rather
than on past results.

Relationship of Financing Agency
to Production Unit

The agency financing broiler production in Mississippi usually maintained
a close relationship with the producer.
Ulilizalion and function of servicemen. Due to the importance of good
management, many feed dealers employed servicemen who checked the
broilers for which they were furnishing feed at least once each week. Out
of 52 feed dealers interviewed,

13 did
their own servicing, 28 employed a total
of 39 servicemen, 2 reported that the
feed company furnished a serviceman
and 9 reported that no serviceman was
used. The primary duty of the service-

and related data

of

^

producing broilers*, seven

Counties

Ran-

Weighted average
Cost Der baby chick
Cost of feed
Lbs. feed required
to produce one lb.
of live broiler
.

Size of birds
when sold
Age of birds
when sold
Total variable cost

Unit
cents
dol./cwt.

Smith
17.7

1

Scott
14.5

1

kin
17.5

1

1

Simpson
17.1

All

I^^-

1

1

Pike
16.2

1

wamba
15.5

1

|

Lee
15.9

counties
16.3

6.36

6.19

6.11

6.15

6.00

5.92

6.12

6.17

pounds

3.11

2.95

2.84

3.05

3.37

2.94

2.98

3.00

pounds

2.8

2.8

2.3

3.2

2.7

2.6

2.8

weeks

10.6

10.3

11.3

11.0

10.3

10.4

9.6

10.4

cents/lb.

26.4

24.8

25.3

26 7

28.1

24.5

25.9

25.8

cents

27.0

25.0

28.4

27.0

26.4

27.1

25.7

26.8

Price received per

pound
July.

July, 19511952

Includes only broilers produced on open account contract.

MISSISSIPPI
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men was to check production practices;
however, some of them were utilized
for other duties, Table 7.
PToduclion supervision. There is a
high degree of risk involved in financAs a result,
production.
it was not surprising to find that the
financing agency was greatly concerned with production practices. In most
cases, the producer received production credit without offering security
other than a chattel mortgage on the
chickens. Feed dealers tended to maintain a considerable degree of control
over production. Servicemen employed by the dealers were in a position to
render a valuable service to the growers, who were usually not so well informed regarding disease control and
recommended production practices.
There may be instances where the
dealers or servicemen take advantage
of their position in a way that may
be detrimental to the interests of the
producer. In general, however, producers seemed to be well pleased with the
services rendered by the dealers and
their servicemen.
As would be expected, feed dealers
placed a great amount of emphasis on
sanitary measures designed to keep
losses from diseases at a minimum. In
some cases, they also required the disposal of all other farm poultry before
they placed broiler chicks with the proing

broiler

3

There are

2

2 to 3 percent

Table

primary types

of feed, starter

more protein than

7.
Utilization and
Mississippi, 195 2.

514

8.
Frequency of source of informalion
on feeding and disease control, 51 feed
dealers, Mississ i ppi, 1952.
Source of information
No. dealers

Table

1

Feed companies

7

Laboratories
Experiences

2

5

Combination of above
and all others*

37

*Other rrfentioned included State College,
hatcheries, poultry magazines, text books,

and other dealers.

ducer. Many producers, due to limited technical knowledge, under-estimated the importance of disease prevention
and control. In general, feed dealers
were dependent to a large degree on
feed companies for their source of information on feeding and disease control. Table 8.
There were some other
sources, such as experience and laboratories, which were rather widely used
as sources of information.
Dealers who furnished feed and supplies on credit also took an intense inin feeding practices.
220 producers interviewed, 161
ed that the feed dealer made
cision on what type'^ of feed

terest

Out

of

reportthe deto use;
whereas, 14 producers made their own
decision and 45 reported that the decision was reached jointly by the producer and feed dealer, Table 9.
Dealer activity with respect to other
production decisions did not reach the
proportions that it did in the feeding
practices.
Of the producers interviewand

functions of servicemen,

Star ting feed usiiallv con+ains
therefore, priced somewhat higher

finisher.

finishing feed and
52

is,

broiler feed

dealers,

seven counties^

Counties
Ita-

Rankin

Pike

Simpson

wamba

All

1

Lee

Smith

Scott

Dealers interviewed

7

10

4

10

6

6

9

Servicemen employed

5

13

2

7

5

2

5

52
39

•A

2

1

1

2

1

3

13

Item

Dealer does

1

1

1

counties

own

servicing

Feed company furnished serviceman

2

1

1

Dealers reporting

no serviceman
Function of servicemen

1

1

2

1

3

1

9

5

3

1

4

5

2

4

24

2

6

2

1

2

3

16

Check production*
practices

Check production
practices plus hauling feed, placing
chicks
Haul feed and
broilers

*Includes dealers

who do own

2

servicing.

1

3
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Table

Source of various production decisions, 220 broiler producers, Mississippi,

9.

Management
Type

of

15

Source of decision
Dealer and
producer
Dealer
Producer
jointly

decision

45
130
146
67

161
38

When to start brood
How many chicks to start

What breed or strain to grow
*Two producers did not report on

Total
cases

Number

—

feed to use

1952.

48
126

220
220
220
218*

14

52
26
25

this item.

ed, 126 reported that the dealer decid-

percent of the weight of broilers sold

ed what breed or strain would be
grown, 48 indicated that the dealer decided how many chicks they should
start, and 38 said the dealer decided
when to start the brood, Table 9.

by 47 dealers went to 4 Mississippi markets (Jackson, Pelahatchie, Morton, and
Tupelo).
Processing plants located in
the vicinity of the production areas
constituted the local markets.

MARKETING
Broiler production is concentrated in
Broilers are
relatively small areas.
similar to perishable farm products,
such as fresh vegetables, in that they
must be sold within a relatively short
period after they reach the market
This necessitates ready outlets.
stage.

Current information and adequate contacts are essential to the efficient disposal of marketable birds. The discussion of the marketing function will involve consideration of both the outlets

Relationship of potential outlets to
characteristics of broilers produced.
Broiler markets in Mississippi were
relatively uniform with respect to the
size of bird purchased.
However, it
was noted that the New Orleans and
Baton Rouge market purchased a
hlightly heavier bird than the Mississippi markets. The average weight per
bird marketed from Pike County was
3.2 pounds; whereas, the average for
studied was about 2.8
large part of Pike County
broilers went to the New Orleans and

all

counties

pounds.

A

Baton Rouge markets.

and marketing decision.

Market Outlets
The consideration of market outlets
study was confined to first buyers.
No attempt was made to study rein this

outlets for either live or processWith the exception of broilers moved out of the state by truckerbuyers, it was apparent +hat local pro-

No substantial evidence was observed which might indicate that particular
outlets required a higher quality bird
This situation probably
than others.
resulted from the rapid expansion of

tail

ed birds.

10.
Degree of
markel outlets by

Table

sippi,

July,

cessing plants constituted the primary

Market outlet

market

IVTississippi

for live broilers in Mississippi.

Availability and degree of utilization
of alternative outlets.
This study revealed that some of Mississippi's live
broilers went to at least 11 cities or
towns in the state and to 5 cities in
No estimate of the
3 adjoining states.
number of buyers in each city or town
was obtained. Trucker-buyers moved
some Mississippi broilers to markets in
New Orleans and Baton Rouge, Louis-

and in Birmingham, Alabama.
The degree to which alternative markets were utilized in the areas studied

iana,

is

shown

in

Table

10.

A

total

of

78

utilizalion of various
47 feed dealers, Missis1951-July, 1953.
All

counties
(Percent)

outlets

Morton
Pelahatchie

Tupelo
Jackson

.

McComb
Laurel
Meridian

Greenwood
Forest
Hattiesburg
Total for all Mississippi

32.5
17.8
14.8
12.8
2.5
1.5
0.4
0.4
0.2
0.1

outlets

Out-of-state outlets:
New Orleans, Louisiana

Birmingham, Alabama
Baton Rouge, Louisiana
Memphis, Tennessee

83.0
7.1

5.5
1.9
0.1

Total for out-of-state
outlets

Outlet unknown
Total all outlets

14.6
2.4

100.0

-
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the industry and the relatively strong
during recent
broilers
for

demand

However, it should be pointed
years.
out that there were indications of increasing interest, on the part of feed
dealers and progressive poultrymen, in
producing higher quality birds.

Marketing Decisions
placing a product on the marof important decisions
must be made. Among these are: (1)

number

a

when

to

sell,

where

(2)

to

sell,

and

With respect
price considerations.
to most farm products, the responsibility for these decisions rests with the
producer. However, the marketing of
broilers deviates considerably from this
usual pattern. Title to the broilers is
seldom vested solely in the producer
(3)

and he frequently has
marketing decisions.

When

to sell.

do with

little to

With respect

to size

requirements of various outlets, it has
previously been stated that the only
significant difference noted was that
the markets in Louisiana purchased a
slightly heavier bird.
Mississippi oututilized

lets

a

2.5

to

3

pound

bird;

whereas, the Louisiana outlets desired
a 3.0 to 3.5 pound bird.
Due to the nature of direct cost in
producing broilers, it is seldom possible to increase returns by holding the
birds off the market when they are

When

they have reached
the stage where their conversion of
feed into meat is declining at a rapid

ready

to sell.

substantial

price
received is required to offset the cost
of holding them off the market for
even a few days. Therefore, deciding

rate,

a

increase

ments with certain outlets while others
indicated that they sold to whatever
outlet offered the highest price. Most
of the dealers utilized several different
outlets during the period studied. Feed

determined

dealers

in

Table

11.

11.
Distribution of marketing decisions,
220 broiler producers, Mississippi, 1952.

Table

Where

What

to

to

price to

sell

sell

accept

23

40

41

13
11

2
5

5

-

30
8
14

48
0
4

47

Producer

14
0

13
0
3

Smith
Dealer

-

Producer
Joint

their own decision and 62 reported that the decision was made jointly

Table

and

producer.

11.4

Where

to sell.

Producers seem to be

satisfied with the common practice of
letting the dealer decide where to sell.

Some

dealers had permanent arrange-

1

Scott

Dealer
Joint

0
5

Simpson
Dealer

7

Producer

2
7

Joint

2

Rankin
Dealer

Producer
Joint

..—

Lee

made

When

County and
source of
decision

reported that the feed dealer decided
when to sell, 56 indicated that they

dealer

birds

PTice considerations. Of the 220 producers interviewed, 185 reported that
the dealer decided what price to accept from among those offered by alternative outlets; 13 indicated that they
decided themselves; and 22 said the
decision was made jointly, Table 11.
Prices offered by alternative outlets
within a particular market area tended to be rather uniform at any given
time. Exceptions were noted in a few
cases where the dealers had set a
minimum of 25 cents per pound that
would be paid for birds raised by producers whom they financed. These

Pike
Dealer
Producer

the

the

in 176 of the 220 cases;
producers decided in 17 cases; and the
decision was made jointly in 27 cases,

to sell is of major importance.
Of the 220 producers interviewed, 102

when

between

where

would be sold

When

ket,

514

-

-

-

—

Joint

Dealer

Producer
Joint

4
17
2

16
4
3

19

9
3
3

15
0
0

15
0
0

5
3
3

8
2
1

2
0

1

3

9

Itawamba
Dealer

24

35

41

Producer

10

Joint
All counties

22

9
12

9
6

102
56
62

176
17
27

185
13
22

220

220

220

Dealer

Producer
Joint Total cases

—

For a discussion of the problem* involved in determining the most profitable time to
sell see E. L. Baum and H. G. Walkup, "Economic Considerations in Fryer Production and
Marketing in the Pacific Northwest." Journal of Farm Economics. Vol. 33, No. 1, Feb. 1951,
*

pp. 90-107.
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dealers had very close relationships
with processing plants which handled
their birds.

on out-of-state
selling
Producers
markets received about the same price
as those selling on markets within the
state.

The

cost of

marketing through

alter-

native outlets was not ascertained in
The general charge for
this study.
hauling birds from the farm to the processing plant within a market area was
about 1.0 to 1.5 cents per pound. No
effort was made to determine the cost
of moving birds from one market area
There was a margin beto another.
tween Mississippi prices and New Ctleans prices, which range from 2 to 6
cents per pound, Figure 4.
Mississippi is divided into 3 areas
for the purpose of Federal-State MarBroiler prices are
ket News service.
quoted for north Mississippi, central
Mississippi,

and southwest

Mississippi.

Activity in these areas is concentrated
around Tupelo in north Mississippi,
Jackson, Morton and Pelahatchie in
central Mississippi and McComb in

southwest Mississippi. There is a close
relationship among market prices of
broilers in the major producing areas
Prices tend to
of the United States.
fluctuate simultaneously in different

514

market areas. Figure 4 shows the relationship of the average monthly prices
paid for broilers in New Orleans and
Prices
Mississippi for 1951 and 1952.
northwest Arkansas, north Georgia
in Delmarva production areas were
about the same as the Mississippi price,
while the price at St. Louis was more
nearly comparable to the price at New
in

and

Orleans.

Seasonality of Sales and Prices
Figure

movement

illustrates
the
5
in the volume of

seasonal

sales for
proportion of

the period studied. The
total sales for the year ranged from
21.7 percent in the second quarter to
31.2 percent in the fourth quarter.-^
Sales in the first and third quarters
amounted to 22.4 and 24.7 percent, respectively.
Figure 5 also shows the
relationship of price to volume of sales.
There are several possible explanations
which rhay throw some light on this
relationship. The high price during the
first quarter was probably influenced
by a low supply coming on the market
during the hot summer period when the
demand was high relative to the other
period. Moving into the second quarter, it is noted that price declined rapid-

The year studied was divided into quarters
with the first quarter beginning July 1, 1951.

40

CO

30

in

20

£
o

10

u

CO

Figure

5.

1951

-

Seasonal flucluations in volume of sales and nrice of broilers, Mississippi, July
July 1952.

,
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and

sales decreased slightly. This is
probably related to cooler temperatures
and the high Thanksgiving and Christmas consumption of turkey. Both volly

J
''''

ume of sales and price increased during the third quarter. A sharp decline
in price occurred in the fourth quarter
which can probably be accounted

FMAMJJAS

OND

Broiler price quotations for Mississippi began

Source:

in

April, 1949

U.S.D.A., P.M. A., Daily Marke t Report
Mississippi, April 1 949 -December 1950.

Jackson,

,

Figure

6.

Average monlhly broiler

19

prices, Mississippi,

1949*

-

1952.

for

20
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to a great degree by the relatively large
supply placed on the market during
this period.

Figure 6 shows the average*^ monthly
price fluctuations for Mississippi broilers from April 1949'^ through December 1952. In general, there were two
periods of relatively high prices and
two periods of relatively low prices.
One period of higher prices occurred
between January 1 and March 31 while
the other occurred between July 1 and
September 30. One period of low
prices tended to prevail between April
1 and June 30, while the other occurred between October 1 and December
31,

Figure

6.

The monthly average

price for the

entire period, April 1949 through De-

cember 1952, is shown in Figure 7.
Prices were low for January, May, and
December and were high for March,
August, and September.

CREDIT FACTORS
Financing constitutes one of the most
important elements in the production
broilers

of

in

Mississippi.

ducers operate on a credit
fore, it is necessary to
amount of credit needed,
credit, and corresponding
supplying credit.

Most pro-

basis.

There-

consider the
the source of
conditions for

Financing Requirements
The broiler production period is usuAs a result, dially about 10 weeks.
rect production costs are financed under a short-term credit system. Longer-term credit is needed to finance construction of broiler houses and equipment. However, long-term credit for
buildings and equipment does not usually come from the same credit agency
as does the credit used in financing
short-term production costs.

Operating capital requirements of
broiler producers. It is difficult to estimate the total amount of credit needed by the broiler industry for any given production period. It will be dependent upon the number of broilers
" A simple average of prices was considered
adequate since no trend was apparent.
April, 1949, marked the beginning of broil-

on feed during that period, the amount
of capital the producer has to invest
in the enterprise, and the manner in
which the individual broods are staggered within the period.
Some may
reach the market stage during the first
week of the period while others may
not be ready to sell until near the end
of the period.

For 50 feed dealers, the amount of
credit extended per 1,000 broilers marketed during the week of June 15 to
June 22, 1952, ranged from $260 to
The average credit extended
$1,000.
by the 50 dealers was $668 per 1,000
birds sold. This covered only production items such as chicks, feed, medicine,

fuel,

etc.

Of the 52 dealers from whom records
were obtained, 48 reported a total of
$1,708,474 of broiler credit outstanding
to producers as of June 15, 1952. These
48 dealers were furnishing feed and
supplies for 4,763,350 broilers during
the week of June 15 to June 22. The
total credit outstanding was not indicative of the normal amount required, since part of it was represented by
delinquent accounts. Part of the delinquent accounts can be attributed in
some degree to the abnormal slump in
broiler prices which occurred in the
spring of 1952.
Cti the other hand,
it
is
probable that something above
the credit required to finance actual
production costs may be necessary in
order for dealers to be able to cope
with such emergencies as drastic price
decline.

Long-term capital requirements of
broiler producers. The amount of longterm credit needed to finance buildings
and equipment was small in comparison with the short-term credit utilized
in the broiler industry. Long-term credit was utilized by a much smaller percentage of growers than was short-term

Of the 220 producers interviewed,
82 borrowed to finance construction of
the broiler houses and 79 borrowed to
finance equipment when they went into
the broiler business.
Subsequent expansion or improvement of broiler
houses was financed on a credit basis
by 38 producers, while 37 producers
credit.

'

er price quotation in Mississippi.

514

borrowed

to

buy new equipment.

The
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average investment

in broiler houses,
brooders, feeders, and waterers amount-

total amount of long-term credit needed was relatively low. The long-term

ed to about $303 per 1,000 capacity for
producers included in the study.
Since many producers did not borrow to
finance houses and equipment, the

credit

all

need for producers already in the
business will decrease as part of the
long-term credit

liquidated,

is

as additional credit

is

except
required for ex-

Source: U.S. Do A., P.M. A., Daily Market Report Jackson
Mississippi, Januarv 1951 -December 1952.
,

Figure

7.

Average price for

broilers,

by months,

Mississippi,

1951-1952.
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pansion of the existing enterprise, and
tor replacement of worn-out buildings
and equipment.
Financing feed dealers. Several credit
arrangements with feed companies
were being used among the dealers interviewed. No standard procedure was
indicated in these arrangements, except that the term of credit was almost
invariably a 90-day period.
Many dealers were not charged a spe-

amount for credit extended by the
feed company. Credit information was
cific

obtained from 43 dealers, of which 19
indicated that they were charged a
specific

amount

extended by
The charge per

for credit

company.
annum ranged from
feed

the

4 to 6

percent in-

for 16 dealers, while 3 reportthat charges were made on some

terest

ed

other basis, Table

12.

Security for credit extended may be
divided into two types; tangible and
intangible.
Tangible security usually
took the form of chattel mortgages,
promissory notes, etc. Only 10 of the
43 dealers were required to submit
tangible security as a basis for obtaining credit from the feed companies.
However, such intangible security as
financial statements and the reputation of the dealer usually sufficed.
In addition to obtaining feed on a
credit basis, 15 dealers also used credit
to obtain the chicks and supplies which
they furnished to growers. In contrast
to "trade-credit" utilized in securing
feed; chicks and supplies were usually
obtained by a "cash-credit" procedure.
12.
Credit specifications on feed supplied to 43 dealers by feed companies,
Mississippi, 1952.

Table

No.
dealers

per
arrange-

Credit

ment

(days)

19

90
no

13

term

3

90

3

7-70

2
2

Credit
charge*

None
0 to
$1

ton

Security
required

None
None

or
issory

None

or

PromNote

Prom-

issory Note

None

None

90

0 to 6",

Cliattel

90

0 to

Financial
statement

or
Financial

statement

mortgage

*Percent

unless

otherwise

specified.
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This consisted of the dealer securing
a cash loan from a commercial lending
agency and then purchasing the chicks
and supplies for cash. In most cases,
cash loans were for a 90-day period
and an interest charge of 6 percent was
usually made. Tangible security in the
form of property mortgages, promissory
notes, chattel mortgages, etc., was required in most cases of cash loans.

Cash loans were obtained by 4 dealers for the purpose of financing baby
chicks only, while 4 other dealers used
a cash loan only to obtain supplies.
Cash loans were used by 15 dealers
for the purpose of financing both chicks
and supplies. Only 2 dealers reported
that they did not use credit to obtain
feed, chicks, and supplies.
Financing producers. Most producers
did not have sufficient cash to finance
their broiler operations. Although many
growers had sufficient net worth which
could be used as collateral for loans
from established credit agencies, it
was found that very few of the broilproducers were financed in this
manner. Only 2 of the 220 producers
interviewed had tried to get a cash
loan to produce broilers.
This is iner

dicative of the characteristic development of the broiler industry. Throughout the development of the industry
there has been a very close relationship between producers and feed dealIn addition to being the agents
ers.
for production supplies, dealers have
also been an important source or medium through which improved technology in management and disease control has been disseminated to the growers.
For all practical purposes, this
situation has placed the broiler industry on what amounts to a partnership
between dealers and producers in growing broilers.

The industry has grown up on

a basis

extended to dealers by the
feed companies and banks which have
enabled the feed dealer to extend credit
to the producer. A considerable degree
of interdependence has developed within the industry.
This may account for
the fact that commercial lending agencies have not been very active in financing broiler productions through
of

credit
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direct loans to producers but, instead,

have financed it mainly through loans
to dealers and producers.

Financing Broiler Production
Under Various Plans
Several distinct types of plans were
to be in use in the area studied.
They consisted of: (1) open-account,
flat-fee,
feed-conversion, (4)
(2)
(3)
salary basis, and (5) cash basis.
Characterisiics of various plans.
A
wide variety of conditions has given
rise to a need for financing plans which
allocate the responsibility and risk differently between the dealer and the
grower. Characteristics of the various
plans will be discussed at this point;
however, their implications will be discussed
subsequently
in
considering
their effects on the dealer-producer relationship with respect to management

found

and marketing decisions.
The open-account plan was the most
widely used in Mississippi. Under this
plan, the grower is furnished feed and

23

such other production supplies which
he may need by the feed dealer. The
agreement may be an oral or a written
contract between the dealer and the
grower.^
Generally the title to the
birds is vested in the dealer and the
grower agrees not to sell the birds
without the consent of the dealer, although this is usually an oral agreement.
In most cases, the agreement
places the responsibility for marketing
birds on the dealer; however, the grower is at liberty to designate the buyer,
if he can find one who will pay a higher price than the dealer is able to obtain.
The open-account plan usually
places most of the risk on the grower.
The grower is liable for any balances
resulting from the total proceeds of
the sale not being sufficient to cover
the amount of credit extended by the
dealer.
However, it must be borne in
mind that the dealer is not completely
absolved of the risk elenirmt in that
5 Grower and produce*- are used interchangeably in this manuscript.
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may not be able to collect from
the grower if a loss occurs.
A few isolated cases were noted
where the dealer agreed to assume part
of the loss, if any occurred, under the
he

open-account plan. Several open-account producers indicated that the dealer would cancel all losses incurred on
a particular brood provided the grower
agreed to produce another brood with
the dealer.

The open-account plan provides for
the grower to receive any part of the
total proceeds from the sale of the birds
which may remain after the credit account for the brood has been settled.
The open-account agreement further
provides that the grower will take proper care of the birds in accordance with
the dealer's instructions and recommended management practices. Failure
to do so constitutes sufficient cause to
void the contract.
In case the contract is voided by the producer, the
dealer has the right to remove the birds
from the premises of the grower and
dispose of them at his discretion. The
grower would still be liable for credit
extended prior to the removal of the
birds by the dealer. If the dealer fails
to fulfill his responsibility of

providing

and supplies when needed, the
producer would have recourse through
feed

judicial channels.
It is significant to
note that the study revealed no such

occurences materializing in the case of
producers or dealers.
The second most widely used plan
was the flat-fee arrangement. Under
this plan, the d-ealer furnishes feed,
chicks, and supplies to the grower and
specifies what the grower will receive
for raising the broilers.
The grower
may be paid either a flat rate in cents
per head for the number of broilers
sold or payment may be based on a flat
rate in cents per pound for the number
of pounds sold.
In some cases a flat
rate per head may be paid for the number of chicks placed. Profits remaining
after the flat fee is paid and the total
cost of production has been covered,

may

be

split

between the grower and

514

the dealer or may accrue entirely to
the dealer.'^
Of 42 producers operating under the flat-fee plan, 25 indicated that the dealer received all the
profit above the direct cost of production and the flat fee, while 17 producers reported that such profits were
shared on a 50-50 basis by the grower
and the dealer.
Data obtained from feed dealers indicated that the usual amount paid to
the producers under the flat-fee plan
was 5 to 6 cents per head on the numbers of broilers sold. Some dealers reported that they would pay the growers at the rate of 2.5 to 3.0 cents per
pound if they did not want to operate
on a per-head basis.

Some discrepancy was noted between
data reported by dealers and those reported by growers with respect to the
rate per head which was paid under
the flat-fee arrangement. Several producers indicated that they received as
much as 10 cents per head for growing broilers; whereas, dealers did not
specify paying over 6 cents per head.^^
Under the flat-fee plan, dealers assume the loss if total proceeds from
the sale of the birds is not sufficient
to cover the cost of feed and supplies
expended on the brood. The dealer has
the responsibility of marketing the
broilers.
He retains title to the birds
during the growing period and maintains supervision over the management.
The third type of plan used among the
dealers and producers included in the
study is based on the ratio of the
pounds of feed utilized per pound of
meat produced. This is known as the
feed-conversion plan and differs markedly from either the open-account or
the flat-fee arrangement.
Dealers set up this plan by dividing
the probable feed-conversion range into arbitrary segments and specifying
the price per pound that will be paid

segment. This may be
a hypothetical example.
Suppose the range of feed conversion
for a particular production area lies
between 2.5 and 3.5 pounds of feed

under

each

illustrated

by

" Cost
of production under the flat fee is based on the amount the dealer charged to
the production unit for the inputs and not on the actual cost of the inputs to the dealer.
1" This apparent discrepancy may
have been a result of the producers converting a per
pound rate into an average rate per head.
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per pound of meat produced. The dealer might then draw up a plan whereby
he would pay the grower 5 cents per
pound if his feed conversion was 2.50
to 2.65; 4 cents per pound with a feed
conversion of 2.66 to 2.90; 3 cents per
pound for a feed conversion of 2.91 to
3.10; and 1 cent per pound if the feed
conversion was 3.11 to 3.50.
Under the feed-conversion plan the
dealer assumes the loss if the gross returns from the sale of the broilers is
not enough to pay the producer and the
incurred in production.
direct
cost
Dealers maintain title to the birds and
management practices in
supervise
much the same way as under the other plans discussed.
In addition to the plans described
above, it was found that some broilers
a salary basis. Under
dealer may own the
houses and equipment and merely hire
someone to raise the birds for him. In
still other cases, the producer may own
the houses and equipment and hire out
his services to the dealer.
The dealer
will usually base the salary on the
number of broilers which the individual raises during the production peAll marketing and management
riod.
decisions are made by the dealer. This
plan was not widely used in Missis-

were produced on
this

plan,

the

in the relationship between dealers and
producers. A particular plan may be
lavored over alternative pians depending on the current conditions prevailing and the short-run outlook.
Many dealers, during the interview,
implied that they favored the openaccount plan in all cases, but that it
was sometimes necessary to offer alternative plans as a means of retaining
tJieir producers.
Producers, as well as dealers, are
influenced in their preference of plans
by the risk involved.
Although the
open-account plan grants them more
in management practices and
decisions, it also leaves more of the
risk of losses to be borne by them.
If the price outlook is not too fa:vorable, growers may be inclined to try
to shift from the open-account plan to
one that will guarantee them a specified amount. In this manner, they are
assured of some returns to labor although they may not have as much
freedom to participate in management
and marketing decisions. In the event
that no other plan can be agreed upon
with their current dealer, some growers may shift to other dealers, while
some will temporarily refuse to place

freedom

another brood.

Degree

of utilization of various plans.
stated, most producers
involved in the study were using the
open-account plan.

As previously

sippi.

A

small

Mississippi

percentage

of

were grown on

broilers in
a cash basis.

Producers paid cash for all feed and
supplies and had complete responsibility for management and marketing decisions.
All risk was borne by the
grower and the profits, if any, accrued
to the grower.
Atiiiudes of dealers and producers
toward different plans. It is evident
that different plans cause a variation
Table

25

Dislribulion of 173 broiler
13.
sippi, July, 1951-July, 1952.

Of the 220 producers studied, 173
used the same type of plan for all
broods produced during the period
studied. Table 13 indicates that 146 of
these 173 growers used only the openaccount plan; whereas, 16, 6, 3, and
2 used the flat-fee,
feed-conversion,
cash and salary plans, respectively.
The remaining 47 of the 220 growers

producers by tyoe of plan used, seven counlies, Missis-

Type plan
Feed

Open

County

account
Itawanfba

Lee
Pike

.

Rankin
Scott

-

Simpson
Smith
Totals

-

-

36
5
15
19
28
16
27
146

Flat
fee
4

conversion
1

Cash

Salary

1
1

1

6

2

5

3
6

16

1

3

Total
42
6

1

15
21
37
16

1

36

2

173
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interviewed used 2 or more different
Table
plans during the year studied.
14 shows that the flat-fee and feedconversion plans gained in popularity
with the producers during the year
studied while a considerable decrease
was noted in the use of the openaccount and cash methods of financing
production.
Probably, this can be
attributed to the desire of growers to
shift more of the risk to the feed dealer especially since this period was characterized by some very low prices. Under the open-account, the grower not
only bears the risk of no return to
labor, but also takes the risk of incurring a sizeable debt on the brood.
A
few instances were noted where the
risk to the producer was somewhat
mitigated by the dealer establishing a
minimum price per pound that would
Another exbe paid to the grower.
ception was noted where the openaccount agreement specified that any
loss would be borne by the dealer.
Producers operating under such a plan
would only run the risk of no returns
to labor and fixed investment.

Effects of Finance on Production

Decisions

The relationship between financing
and production management in the
broiler industry has previously been
indicated. Different plans of financing
result in a different allocation of duties
and responsibilities between the dealer

and the grower.
Distribution of production decisions
relative to type of financing plan used.
The responsibility for making production decisions may fall anywhere on a
scale running from full responsibility
at the dealer end to full responsibility
at the producer end.
In the broiler
industry, the grower has full responsi-

Table

14.
Distribution of tvoe of plan
Mississippi, July, 1951-July, 1952.

514

and freedom to make all deunder the cash plan. This
is not intended to imply that he never
seeks advice from any other source;
however, he does have the right to operate the enterprise as he sees fit.
bility

cisions only

At the other extreme of the scale the
dealer is responsible for all decisions.
The salary basis represents this type of
arrangement. The dealer furnishes everything except labor. He hires someone to grow the birds for a specified
salary. The dealer is at liberty to make

management

all

Open-account,
version

plans

decisions.

and fee-conresponsibility

flat-fee,

allocate

somewhere between the two extremes
mentioned above. In most types of enopen-account plan would
mean that the grower held about the
same position with respect to the reterprises, the

sponsibility for production decisions as
the cash grower. However, this is not
true in the broiler industry where practically

open-account

all

agreements

specify that the grower will care for
the birds in the manner indicated by
the dealer.

Table 15 indicates that the grower
has more control over the production
decisions under the open-account plan
than under either of the other credit
plans.
However, a highly significant
proportion of the production decisions
were made by the dealer, even under
the open-account plan. It is necessary
to add at this point that the distribution
of decisions reflected in Table 15 was

not necessarily compulsory on the part
of either the dealer or the grower. For
instance, dealers decided when to start
chicks for 15 percent of the open-

account producers. It is highly probable that some or all of the 15 percent
were free to make their own decision
on when to start the chicks; however.

used oer brood, for number of growers indicated,

Type plan
Feed
Brood

Open
account

Flat
fee

Total

conversion

no. of

Cash

Salary

Other

growers

Number
First

Second
Third
Fourth

.

_

38
30
18
8

1

9
17
18

1

7)

1

1

2
6

3
2

1

2

0

1

0

0

0

0

47
47
44
31

BROILER PRODUCTION, MARKETING AND FINANCING IN MISSISSIPPI
Table

Dislribulion of production decisions under various financing olans,
15.
producers, Mississippi, 1952.
Type plan

Open
Managerial decision

When

Flat
fee

1

account

1

27
broiler

216

1

Feed

1

conversion

Percent*
to start chicks

Dealer

-

-

.

Grower

66.7
18.2

Joint
Breed or strain to
-

47.6

grow

Dealer

Grower
Joint

How many

40.0
40.0
20.0

16.7
35.7

15.1

55.3
S4.6
10.1

64.3
19.0
16.7

73.3
20.0

17.6
73.0
9.4

33.3
50.0
16.7

40.0
33.3
26.7

71.7
22.0

83.3

80.0
13.3

6.7

to start

Dealer

Grower

-

-

Joint

Type

of feed to use
Dealer

Grower
Joint

Based on

159

open account,

42 flat fee,

they might have sought and followed
An interthe advice of their dealer.
pretation of Table 15, as reflecting a

between dealers and
growers, would lead to erroneous inferences.
Dealer interviews indicated
that those producers, who had proven
to be efficient were given considerable
static relationship

freedom in their operations.
As would be expected, the growers
had a smaller share in making production decisions under the flat-fee and
plans than those
open-account. Under the flat-fee plan the grower transfers more of the responsibility and risk
to the dealer and, consequently, the
dealer's privilege in supervising management expands.
Relationship of risk assumption and
distribution of production decisions. In
order to have freedom in making his
production decisions the grower would
have to pay cash for his feed and supplies and assume all the risk involved.
This is seldom done in the broiler industry. Most producers are willing to
relinquish some of their privileges in
the

feed-conversion

who produced under

making

9.5
7.2

6.3

decisions as a means of transferring some responsibility and risk to
the dealers.
This arrangement may
properly be considered a part of the
cost for credit and /or services extended by the dealer, although it is intangible in nature and not subject to evaluation with the same degree of ease as
in the case of mark-ups on feed and
supplies.
Sharing the production su-

15

6.7

feed conversion contracts.

is the element which characterizes the broiler industry as operating on a practical partnership basis.

pervision

Each

individual

case

of

financing

may

be different in that characteristics
and capabilities differ among producers.
Dealers would be criticized if
they were known to discriminate among
growers with respect to feed prices.
Therefore, there is a tendency for the
dealer to charge the same price for
feed to all his credit producers and to
make adjustments through the methods of financing for different producers.
However, this does not mean that
all growers under a particular plan

have the same working relationship
with the dealer in regard to production
decisions.
There are indications that
dealer supervision may be more pronounced in the case of new producers
or older ones who have not demonstrat-

ed their ability
ciently.

to

grow

broilers effi-

Effects of Financing on

Marketing Decisions
There are certain marketing decisions
such

as,

(1)

and

when

to sell, (2)

what

where

to

price to accept
among those offered by alternative outlets,
that are closely related to the
gross and net returns obtainable from
For most farm
the sale of a product.
products, these decisions are ordinarily
made by the grower; however, it has
previously been stated that broiler marsell,

(3)

MISSISSIPPI
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keting varies considerably from the
usual practice. 11
Relationship of risk dislribulion to

Of the 52 dealers interviewed, 24
indicated that they had no arrangem^ent with an outlet prior to the time
the broilers were ready for market.
An additional 12 dealers reported that
they made contact with an outlet during the week proceeding the sale of
the birds, Table 17. No data on market arrangements were obtained for 4
dealers, while 2 dealers had semi-permanent arrangements and 10 dealers had
permanent arrangements for the disposal of their birds.
Table 18 gives a breakdown of perm-

marketing decisions. Table 16 shows
the degree of dealer and producer participation in marketing decisions under
various financing plans. Although the
producer assumed the major part of
the risk under the open-account plan,
a large proportion of the marketing decisions were still made by the dealer.
this was indicative of a real
or an imaginary difficulty facing the
producer in the marketing function is
questionable.
Table 16 indicates that dealer participation in marketing decisions was
somewhat greater in the case of the
flat-fee
and feed-conversion plans,
where the returns to the dealer were
more dependent upon the outcome of
the selling job than they were in the
case of open-account arrangements.
The caution against interpreting the
data of Table 15, as reflecting a static
relationship between the dealer and the
grower, is also applicable to the data

Whether

of

Table

that

16.

many

Table

re-

spect to particular specifications. Only
one out of 10 arrangements failed to
indicate the number of broilers the
buyer would take. Time of delivery
was specified in 5 of the 10 cases. Of
the 10 arrangements, only 2 specified
the price to be paid. None of the 10
Table

Distribulion of feed dealers by arwilh broiler buyers, Missis-

17.

rangement
sippi,

1952.

Ar rangement with buyer

No. of dealers

I

Made at time of sale
Made during week prior

must be borne

24
12
2
10

-

to sale

Semi-permanent
Permanent

duction decisions may have been entrusted to the dealers on a purely voluntary basis by the growers.
Relationship of dealers to market outlets and market
information.
Since
dealers were almost invariably the
source of production credit and performed a large proportion of management and marketing decisions, they
were necessarily concerned with market outlets and market information.
see page

market arrangements with

anent

in mind
marketing, as well as proIt
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No

data
Total

4
52

18.
Specifications of permanent arrangement with broiler buyers, 10 feed

Table

dealers, Mississippi,

Arrangement

1952.

Number
No

Yes

specified

Number buyer

will take

9*
5

Tinfe of delivery
Price to be paid
Discount or premium
Market to be used for pricing
.

1

5
8
10

2

—

3_

7

*Includes arrangements where buyer agreed
to take all the dealer had to sell.

16.

16.
Distribution of marketing
producers, Mississippi, 1952.

decisions

under various financing plans,

216

broiler

Type plan

Open
Marketing decision

When

account

1

Flat
fee

1

1

Feed
conversion

Percent'
to sell

Dealer

Grower
Joint

Where

1

53.4
13.3
33.3

39.6
32.1
28.3

71.4
2.4
26.2

79.2

90.5

73.3

8.2
12.6

9.5

20.0

88.1
2.4
9.5

6.7
6.7

to sell

Dealer

.

Grower
Joint
Price to accept

Dealer

83.0

Grower

6.3
10.7

Joint

•Based on 159 open-account, 42

flat-fee,

15

6.7

feed-conversion contracts.
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arrangements specified a
the market price or a
The market to be
discount from it.
used for pricing was specified in 7
cases and was usually the market quotation for the area within which the

permanent

premium over

dealer

was

located.

observations were noted which
would lend validity to the belief of
some growers that the dealers conIt appears
trolled the broiler market.
that it would be in the best interest
of the dealer as well as the grower to
obtain the best market available. No
cases of deviation from the quoted
market price in the form of premiums
or discounts were noted, except in the
cases previously discussed where the
minimum price which would be paid
the producer had been established.
Market information is readily available to the dealer in the form of marrequires only a
It
ket quotations.
small amount of time to contact all
the processing plants within the area
and ascertain their relative desirability

No

as outlets for birds ready for market.

SOME EFFECTS OF FINANCIAL
STRUCTURE ON THE BROILER
INDUSTRY AND GENERAL
AGRICULTURAL ECONOMY
The nature

of the financial structure
affects the broiler industry in several

important ways.
It has an influence
in the determination of returns to
the size of the industry,
stability of the industry, and producer

producers,

incentives.
The financial structure also has an
influence on the agricultural economy
in general, since it affects the development of a new farm enterprise in the
farming system and has a bearing on
farm income and the allocation of resources.
The purpose of this chapter
is to discuss the various influences in-

dicated above.

Comparison

of Costs

and Returns

Under Various Plans
For most farm enterprises the returns
to producers are influenced by: (1) cost
of inputs, (2) the price received for the
product, (3) ratio of inputs to output.

and

29

quantity of product produced.
financial structure of the broiler industry does not conform to the
usual pattern, however, in that deter(4)

The

mination of returns to growers may involve an additional factor. This additional element is directly related to the
type of financing under which the birds
are grown.
For instance, a producer
may agree to raise broilers for a dealer
under a flat-fee plan which will insure
him a fixed rate per head for all broilers grown.
The feed dealer furnished
everything except labor in some cases
and everything except houses, equipment, and labor in others.
In such
cases, returns to growers are not related to the cost of inputs, ratio of
input to output, or the price of broilers, but are determined by the specific rate per head which is agreed upon and the number of broilers produced.
Table 19 has been designed to show
the

method

of calculating labor returns

producers under the different plans.
The relative number of producers
whose labor returns could be calculated
according to the various methods shown
Table 19 is constantly fluctuating;
therefore, it is evident that the financial structure of the industry is conduto

m

cive to a wide variation in the labor
returns to the aggregate of producers.

In order to evaluate the effects of
various financing plans, it is necessary
to compare the relationship of costs
and returns under different plans. This
discussion will exclude overhead cost
for houses and equipment.
It is assumed that the type of financial plan
used will have little, if any, effect on
the overhead cost, since long-term credusually obtained from a source
it
is
other than the dealer.

Cost and return data on broods grown
on feed-conversion and a salary basis

were not sufficient to justify
However, some discussion on

analysis.

a theogive a better understanding of the financial structure as
a whole.

retical basis

may

Table 20 contains comparative cost
data and related information for broilers grown under the open-account, flatfee, and cash arrangements.

MISSISSIPPI
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Table

20.

31

Cosl data and related information, open-account, flat-fee and cash plans, Missis-

sippi, 1952.*

Cost per unit

Open account

Unit

Weighted average
Cost of chicks
Cost of feed
Cost of medicine
Cost of fuel
Miscellaneous cost
Variable cost
Pounds per bird
Feed conversion
Price received

100
100
100
100
100

chicks placed

pounds
chicks placed
chicks placed
chicks placed

Bird
Lb. meat
Pound

16.20
6.34

1.19
0.9.3

1.46
1.97
0.61

0.258
2.8**
3.0**'
0.268

0.292
2.7**
3.44***
0.249

1.8.3

Pound produced
sold

Cash

Flat fee
Dollars

16.30
6.17

16.00
5.64
1.05

L46
0.40
0.239
2.8**
3.0**'
0.272

*Approximately 1.000.000 broilers were included in the data used to calculate
open-accovmt group, 283.000 for the flat-fee group and 102.000 for the cash group.
**Pounds.
*'*Feed-conversion-pounds of feed per pound of live broiler produced.

Cost of baby chicks. The weighted
average price paid for baby chicks under the open-account plan was $16.30
per hundred chicks as compared with
$16.20 under the flat-fee and $16 under
the cash plan. The difference in chick
cost between open-account and flat-fee

plans was not found to be statistically
significant.
Cosl of feed.

Open-account growers

paid a weighted average price of $6.17
per hundred pounds of feed, while flatfee and cash producers paid $6.34 and
$5.64,

respectively.

Although the price of feed was significantly higher under the flat-fee,
this does not necessarily mean that producers were affected adversely in all
cases, since it would affect the returns
to only those producers whose contract
with the dealer specified that profits
would be shared on a 50-50 basis. If
the contract calls for a flat fee to be
paid to the producer, with all profits
going to the dealer, the quoted feed
price will have no bearing on the returns to the producer.
Although feed cost for cash producers was much lower than for openaccount and flat-fee growers, it must
be borne in mind that the small number of cash producers, together with
the very small number of dealers who
had cash customers, preclude the drawing of inferences based on the same
degree of probability that exists in the
cases of open-account and flat-fee data.
The data in Table 20 for cash producers may, however, be considered as an
indication of what was achieved in a
relatively small number of cases in-

volving a very small

number

ro.st

for

of feed

dealers.

Feed cost constituted approximately
percent of the total direct cost of
producing broilers. Therefore, a slight
variation in the cost per hundred
73

pounds of feed would make a relatively
large change in the total direct cost of
producing a brood.
Feed prices were obtained from 49
dealers for the week of June 9-16, 1952.
The average of these prices for different types of feed are shown in Table 21.
These figures are not comparable to
those in Table 20 for feed cost, since
they are simple averages for particular
types of feed for a one week period.
The feed cost in Table 20 is in terms
of a weighted average cost of feed under various financing plans and covers
the entire period studied. The average
cash price for starter feed not medicated was 12 cents per hundred pounds
less than the credit price, 15 cents less
in the case of finisher feed, and 16
cents less in the case of single feed.
For medicated feed, the cash price
was 13 cents per hundred pounds less
for starter feed, 19 cents less for finisher feed, and 17 cents less for single
type feed.
The weighted average feed cost per
hundred pounds for broods produced
on a cash basis, however, was $5.64.
This was considerably lower than the
average cash price reported by all
dealers for any type of feed. Table 21.
Most dealers had very few, if any, cash
producers; therefore, thev had a relatively small differential between cash
and credit prices. The cash producers

:
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Average protein content and average feed prices for the
21.
feed dealers, Mississippi, 1952.

week

Type
Unit

Item

Starter

Percent

Average protein content

20.8

1

of

514

June

9-16,

49

of feed

Finisher

Single*
feed

I

18.0

20.4

Plain feed

Average cash

Dollars
Per cwt.
Per cwt.

price

6.05

5.88

5.98

6.17
6.03
6.14
Average credit price
Medicated feed:
Per cwt.
6.07
5.95
6.08
Average cash i)rice
Per cwt.
6.20
6.14
6.25
Average credit price
*Twenty-nine feed dealers reported using a single type of feed throughout the feeding
period while 20 dealers indicated that they used a combination of starter ration and finisher

ration.

were concentrated with a few feed dealers who sold feed at a price much lower than the simple average price of all
dealers.
The outlay for
Cost of medicine.
medicine in the production of broilers
is probably subject to more variation
than any other cost item. If healthy
chicks are obtained to begin with and
the grower follows through with good
management practices, the expenditure for medicine may be kept at a

minimum.
The weighted average
icine

for

cost of

med-

open-account producers was

$1.19 per 100 chicks placed, compared
to $1.46 for flat-fee producers and $1.05
Some of
for cash producers, Table 20.
the difference in medicine cost between
open-account and flat-fee producers
may be associated with less efficient
management on the part of flat-fee pro-

ducers.

Table 20 shows the
Cosi of fuel.
weighted average fuel cost of openaccount producers to be $1.83 per 100
birds placed; whereas, the cost for flatfee and cash producers was $1.97 and
Fuel cost calcula$1.46, respectively.
tions involved only those broods on
which a fuel cost was reported and
does not include broods raised during
the season of the year when fuel was
not needed.
Miscellaneous costs. Such items as
insurance, cost of litter, and other incidentals were included in the miscellaneous cost item. The weighted average cost of miscellaneous production
items was $0.93 per hundred birds placed on open-account, $0.61 for those

1

^- Feed conversion
pound of broiler.

is

placed on flat-fee, and $0.40 for those
placed on the cash plan. Table 20.
Total direct cost per pound of broilers produced.
The weighted average
direct cost of producing a pound of
broiler meat under the various plans is
shown in Table 20. The difference in
the cost can be attributed largely to

differences in feed cost.
There were
also indications that flat-fee growers,
in general, were less efficient producers.
This was evidenced by the difference in the average feed conversion obtained under the three plans shown in
Table 20. The weighted average feed

conversion for flat-fee producers was
whereas, both open-account and
cash growers obtained an average feed
conversion of 3.0.^2 This indicates that
serious limitations may be encountered
when dealers attempt to absolve the
grower of all responsibility except that
of placing water and feed before the

3.44;

birds.

It also indicates that closer supervision on the part of feed dealers
is not sufficient to insure comparable
efficiency in production when returns
to the grower are not contingent upon
the degree of efficiency in feed conver-

sion.

The weighted average

direct cost of
for open-account growers
was 25.8 cents per pound as compared
to 29.2 cents for flat-fee growers and
23.9 cents for cash producers.

production

Although data were not obtained on
enough broods grown on feed-conversion and a salary basis to permit anit is still possible to discuss them
theoretical terms, keeping in mind
the cost relationships for open-account,

alysis,

in

stated in terms of the num'ber of

pounds

of feed required to

produce
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and cash producers discussed

flat-fee,

above.

The feed _ conversion arrangement
would be expected to yield similar results to the flat-fee arrangement in
that the cost of feed per hundred
pounds would not affect the returns to
the producer, except where the contract calls for a sharing of profits between the grower and the dealer. The
feed-conversion contract, however, is
different from the flat-fee in one im-

portant aspect.
of

The return

to the pro-

directly related to the degree
efficiency in production as meas-

ducer

is

ured by the feed conversion he is able
Therefore, he
to obtain on a brood.
has the maximum incentive tor efficient production.

Cost of medicine under the feed-conversion contract would be expected to
be about the same as under the openaccount and slightly less than under the
Illness of any kind on the
flat-fee.
part of the bird will reduce its feedconversion
efficiency;
therefore,
it
would be expected that growers on
feed-conversion contracts would treat
their birds as soon as possible, following the observation of symptoms of
disease.
This would probably result
in a lower total medical cost, since
treatment in the early stages of infec-

would probably meet with more
ready response from the birds and
tion

minimize the length of time required
to free the brood of the disease.
It is highly probably that the cost
of producing broilers on a salary basis
would be much the same as on a flatsince the basic characteristics
the two plans are the same.

fee,

of

Returns lo producers. The level of
returns to producers for labor used in
producing broilers varies widely be-

tween

the

different

financing

plans.

unknown

Delinquent accounts of
amounts preclude a determination of
returns based on the actual amount of
money paid the grower at the conclusion of the sale. Determination of returns to flat-fee, feed-conversion, and
salary basis growers must be consider13

It

ed on the basis of the actual amount
paid the grower at the time of sale,
since the proceeds from the sale will
not necessarily affect his returns.

It

must

also be borne in mind that depreciation costs and interest on in-

vestment have not been deducted from
the returns about to be presented.
Table 20 indicates that a margin of
and 3.3 cents per pound existed between the weighted average direct cost
per pound produced and the weighted
average price received per pound under the open-account and cash plans,
1.0

respectively.
Most of the difference
between the margins can be accounted
for by the lower production cost under
the cash plan.
There was very little
difference in the weighted average
price recevied for the birds grown under the two plans. The differences in
the average direct cost cannot be attributed, in any significant measure, to a
difference in management efficiency,
since the average feed conversion un-

der each plan was

3.0.

During

the period studied flat-fee
producers received much larger returns than open-account growers. However, their returns were substantially
lower than those obtained by cash
growers.
The average weighted pay-

ment

was 2.26
compared to the
margins of 1.0 and 3.3 cents per pound
received by open-account and cash
growers, respectively. Returns to growers, based on value of birds, amounted
to

flat-flee

pound

cents per

producers

as

to 9.1 percent for flat-fee growers, 3.7
percent for open-account growers, and
12.1 percent for cash producers.

Although

their

average

production

measured by the feedconversion ratio, was much inferior to
efficiency,

as

open-account producers, the flat-fee
growers on the average were able to
maintain returns at a level of 126 percent above open-account growers.^-* Returns to cash growers on the average
were 46 percent higher than those to
flat-fee growers and 230 percent higher
than those received by open-account
growers.

must be understood that these returns are

that existed during the study.

33

valid

only for the economic situation
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Effects of Financial Structure
on the Broiler Industry

The significance of the financial
structure of the broiler industry will
be considered in terms of production
control, producer incentives, and stability of the industry.
appears
It
Control of production.
that control of broiler production has
not become a major problem. The rate
of expansion has not exceeded the increase in effective demand which has
insured returns to growers sufficient,
most cases, to keep them in the
business and to attract new growers.
There is no doubt that the financial
structure of the industry has played an
important part in the rapid increase in
the volume of broilers produced. There
appeared to be a considerable degree
of competition between feed dealers
in their efforts to secure new broiler
growers and retain the efficient ones
they were already furnishing.

m

The
Effect on producer incentives.
financial structure of the broiler industry, as represented by the various
plans for producers, resulted in a wide
variation of producer incentives. Plans
such as the flat-fee and salary plan,
where returns to the grower are not
related to the cost of production, or
management efficiency, cannot be expected to create incentives on the part
of growers for most efficient production.

A different situation was found with
respect to open-account, feed-conversion and cash plans. Returns to growers operating under open-account and
cash plans are contingent upon the cost
of inputs, the feed-conversion ratio,
and the price of broilers. These plans
encourage good management and allow
the grower more freedom in the operation of his enterprise.

The conditions of the feed-conversion
contract result in a slightly different
situation.
The grower is not liable for
losses resulting from a deficiency of
total proceeds of the sale in meeting
the cost of inputs as would be the
case with open-account and cash growers.
However, he still has the incentive to do a good production job in
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terms of feed-conversion, since the
rate per pound which he will receive
is dependent upon the feed conversion
attained by the brood. He has an addiincentive in some cases where
the dealer will split, on a 50-50 basis,
any profits remaining after the cost of
production and the flat rate per pound
tional

have been paid.
Effect on stability of the industry.

The

financial structure of the industry has developed in conjunction with
its growth.
It has developed on the
basis of relatively high prices and general prosperity.
Margins between cost
of production and the price received
have generally been sufficient to maintain the growers in production and induce dealers to continue to finance production.

The financial structure is such that
some of the least efficient growers do
not find it necessary to go out of the
business before some of the relatively
more efficient growers. For instance,
if the weighted average feed conversion
of flat-fee growers (3.44) is substituted
for the weighted average feed conversion of open-account growers (3.0) in
Table 20, it will be found that the
weighted average direct cost per pound
of broiler produced will be increased
Consequently, the direct
to 28.5 cents.
cost of production would exceed the
price received for the birds and these

growers could not produce under such
They were able, however,
a situation.
to produce under the flat-fee and obtain a weighted average return of 2.26
cents per pound of broilers sold. This
situation was apparently accomplished
through the reduced margin the feed
dealer received.

The
is

industry, as

it

presently exists,

based primarily on the willingness

dealers to furnish credit and the
willingness of growers to undertake
of

production of broilers.
little

There has been

indication that dealers have been

conservative in supplying credit. There
have been indications, however, that
growers during the last year or so have
tended to become increasingly dissatisIt appears
fied with their returns.
that dealers will not be able to maintain the present volume in the long-
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run unless they can and are willing to
reduce their charge for feed and supIn the absence of a decrease in
plies.
the cost of feed and supplies, including
the charge for credit, dealers are likely
to face an increasing demand for flatfee feed-conversion, or salary contracts
on the part of producers.

Effecls of Financial Structure on
the Agricultural Economy
in General

broods per year.

Some
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of these sales

would probably be made during the
higher price period with a relatively
large return, while some would be
made during low prices with very little, if any, returns to labor.
If the grower is on a salary basis,
he will be able to calculate his earnings at the beginning of the year.
If
he operates on a flat-fee per chick placed (almost identical with the salary
basis except in name) he will also be

able to calculate his returns for a givbroiler industry has been effective in helping to utilize surplus labor
and as a means of supplementing farm

The

income. Generally speaking, phenomenal returns have not accrued to producers, although industry has provided additional income for many farm
families.

Efficiency of the financial structure
establishing enterprise diversification. It appears that prospective growers have not found it very difficult to
enter the broiler business. The investin

and equipment was
low since much of the labor
and materials were usually available on
the farm.
Once the house was constructed and equipped, the producer
had little to contend with in securing
production credit.
He did not need
to arrange a mortgage on property or

ment

in

houses

relatively

otherwise inconvenience himself except
to visit a feed dealer and sign a contract for the delivery of chicks, feed,
and supplies. Dealers were usually not
insistent

on payment of

losses

when

they occurred, but were willing to wait
for payment until a brood was sold at
a profit.

Relationship of financial structure to

The manner of
financing broiler production may have
varying effects on farm family income,

en period.

Growers who produce broilers under
a flat-fee per broiler sold will encounter some variation in returns between
broods due to different death rates on
broods.
When flat-fee contracts contain the additional stipulation that profits will be shared on a
different

50-50 basis, it is theoretically possible
that returns might exceed the flat-fee
rate.
There are indications, however,
that proceeds from flat-fee sales seldom yield more than enough to meet
the production cost carried on the dealers' books after the flat-fee rate is paid,
although with a profit sharing arrangement there is a greater incentive for
the producer to do a better job in the
production process.
Effect of the financial structure on
the allocation of resources. The characteristics of the areas in which broilers were usually raised indicated the
for some intensified enterprise.
Farms had small acreages and were

need

generally not suited to extensive rowcrop production.
The broiler enterprise offered an opportunity to utilize
available labor which otherwise would

have remained

idle.
It was possible, in
cases, for the enterprise to be
included in the farm operations without

farm family income.

many

depending on the particular type of
plan the grower operates under. If he
uses the open-account and operates on
a year-round basis, there will be con-

requiring additional attention from the
owner, since women and children performed the necessary labor. The ease
with which production credit could be
obtained and the prospects of supple-

siderable fluctuation in the returns per
brood. He can expect to sell about 4

menting income have led
into broiler production.

many farmers
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SUMMARY AND
CONCLUSIONS
Broiler production has become increasingly important as a farm enterprise in Mississippi during recent years.
Many important questions and prob-

lems remain unanswered and unsolved
because the enterprise is relatively
new and sufficient study has not been
made.
Objectives of the study were to relate marketing practices and financing
methods to returns to growers and to
evaluate the effects of the financial
structure on the stability of the industry.

Farms involved in the study were
not suited to extensive row-crop enterprises. About 87 percent of the broiler
growers owned their farms. The average size per farm was 85 acres, of
which 19.2 acres were in cultivation
and 41.2 acres were in hay and pasture.
About 25 percent of the farms
had tractors. Combination of enterprises consisted of small acreages of
cotton, corn, hay, truck crops, and small
numbers of livestock.
The average broiler capacity per producer was 5,533 birds and the average
floor space allowed per bird was .74 sq.
ft.

An average of 17 percent of the total
assets of producers represented investment in broiler houses, feeders, waterers,

and brooders.

The average abso-

lute investment in buildings and equipment used in the broiler enterprise was

about $1,676 per producer.

The

broiler enterprise consumed an
3.8 hours of family labor per
day. Much of this labor was performed by women and children. Practically all broiler feeding in Mississippi
was done by hand. Birds were sold at
the farm and loading crews performed
the necessary labor.

average of

Relationship of Feed Dealers
lo

Producers

The broiler industry is based on a
close relationship between dealers and
producers.
In addition to serving as
the source of credit for feed and supplies, dealers were also the medium

514

through which information on disease
control and other technical information
was passed on to growers. Most dealers employed servicemen to visit producers for the purpose of aiding and
advising them in an effort to maintain
good production practices. Some dealers utilized part of their own time in
this service. Feed dealers depended on
various sources for their information
on feeding and disease control. Feed
companies ranked high in popularity as
a source of information to dealers.
Dealer participation in production
decisions was evidenced by the fact
that 73 percent of the decisions on what
type of feed to use were made by feed
also decided what
in 57 percent of the cases.
The decision on how many chicks to
start was made by the dealer in 22 percent of the cases.
When to start the
brood was decided 17 percent of the
time by feed dealers.

dealers.
breed to

Dealers

grow

Marketing
The marketing problems are related
to concentrated production areas and
Production
has tended to be concentrated in rather small areas; also it is not economical
to hold broilers off the market for any
appreciable length of time when they
are ready to be sold, although no attempt was made in this study to determine the most profitable time to

characteristics of broilers.

sell.

Consideration of market outlets was
confined to first buyers of the birds.
Local processing plants received all of
the broilers grown in Mississippi, except a relatively small number which
were sold to trucker buyers for transfer to out-of-state markets.
Mississippi
outlets
purchased birds
ranging from 2.5 to 3.0 pounds, while
Louisiana markets utilized birds ranging from 3.0 to 3.5 pounds in weight.
As in production decisions, dealers also participated to a large degree in

making marketing decisions. In 46 percent of the cases dealers decided when
to

sell.

They

also

decided where to

80 percent of the cases. Dealers decided what price to accept from
among those offered by alternative outlets in 84 percent of the cases.
sell in
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The relationship among markets
tended to remain relatively constant
even in a period of changing prices.
Growers selling on out-of-state markets
received about the same prices as those
selling to local outlets.

Prices paid for Mississippi broilers
tended to be relatively high for the
months of March, August, and September. On the other hand they tended to
be relatively low for the months of
January, May and December.

Credit Faclors
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source of credit for feed, chicks, and
supplies.
Producers, in general, approved of the feed dealers policy of
credit extension which allowed them to
obtain credit without giving tangible
security other than title to the broilers.
Characteristics of the several financing plans used in Mississippi are sum

marized below:
Open-account plan. The dealer furnishes everything except houses and
equipment. The grower raises the broilers subject to varying degrees of su-

Broiler production is carried on almost exclusively on a short-term credit
basis.
Turnover is rapid, since the average growing period is about 10 weeks
in duration.
Dealers were not an important source of long-term credit for
the construction of houses and the pur-

pervision by the feed dealer.
When
birds are sold, the producer receives
the balance of the gross proceeds of
the sale after the credit account is settled with the dealer.
If the gross proceeds of sale are not sufficient to cover
the credit extended on the brood, the
grower is liable for the* balance.

chase of equipment.
Dealers reported an average of about
$668 of short-term credit extended per

Flat-fee plan.
The flat-fee plan is
based on an agreement to pay the grower a fixed rate per head or per pound

birds

sold.
of $1,708,474 of credit outstanding to growers as of June 15.
1952, was reported by 48 feed dealers.
These dealers had 4,763,350 broilers on
feed during the week of June 15 to
June 22, 1952. Some of the credit outstanding was represented by delin-

1,000

A

total

for broilers sold.
In some cases the
rate is based on the number of chicks

The dealer furnishes feed and
and takes the loss, if any ocon the brood. The usual rate was

placed.
supplies
curs,

cents per head.
Some dealers split
the profits with the grower on a 50-50
basis if the gross proceeds from the
5

were more than enough

quent accounts.
Of the 220 producers, 37 percent
utilized long-term credit to build broiler houses, and 36 percent used longterm credit to buy equipment. Only
17 percent used long-term credit to
expand or improve broiler houses and
to buy new equipment.
The average
investment in broiler houses and equipment amounted to about $303 per 1,000

sale

bird capacity.

ranges.

Many

obtained feed from
feed companies on a 90-day credit basis.
In most cases, dealers did not have to
supply tangible security for credit extended by feed companies. Some dealers utilized commercial lending agencies as their credit source for financing chicks and supplies, other than feed,
to the growers. These loans were usually for a 90-day period with tangible
dealers

security required.
Producers, on the other hand, have
depended on feed dealers as their

to cover

the cost of production and the flat-fee.

Feed-conversion plan. Payments to
growers under this plan are determined by the ratio of the pounds of feed
required to produce one pound of meat.
Dealers establish a scries of feed-conversion ranges and specify the amount
per pound that will be paid when the
feed conversion falls within the various

Payments increase from one
range to another as feed-conversion efficiency increases.

Salary basis. Under the salary plan
the grower is paid a specific amount
for birds sold or in some cases he is
paid a specific amount per 1.000 birds
Dealers furnish houses and
placed.
equipment in some cases, while in others, the growers furnish the houses

and equipment.
Cash basis. All
ities,

losses

duties, responsibilprofits accrue to the
this plan.

or

grower under
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Effects of Financial Structure on

the Broiler Industry and General
Agricultural Economy

The

financial structure influences re-

turns to producers, size and stability of
the industry, producer incentives, establishment of new farm enterprises,
farm income, and the allocation of resources.
Direct cost of production and returns
under various plans. The cost of production varied widely among different
plans.

Total direct cost per pound of

broiler, on a weighted
for the period studied,

average basis

was

25.8 cents

under open-account, 29.2 cents under
flat-fee, and 23.9 cents under the cash
basis.
Prior to any deduction for depreciation and interest on investment,
or labor, open-account growers received a weighted average return of 1.0
cents per pound of broiler sold as compared to 2.26 cents for flat-fee growers
and 3.3 cents for cash growers.
Effects of financial structure on the
broiler industry.
It is apparent that
availability of production credit has not
been a limiting factor in expanding the
total volume of broiler production in
Mississippi. There seems to be a relatively
high degree of competition

among

feed dealers to secure the patronage of growers.

The producer incentive for efficient
production was much greater where the
returns to the grower were directly related to the feed conversion he obtained on a brood.
Open-account, cash,
and feed-conversion plans offered the
greatest incentives while salary and
flat-fee plans offered little incentive
except in those cases where the dealer
agreed to share the profit with the
grower. Because of relatively low broiler prices, open-account producers were
becoming more dissatisfied with their
returns as compared to returns under
the flat-fee and feed-conversion plans.
Farm family income has been increased in many cases by establishment
of the broiler enterprise.
This has
worked

to the particular advantage of
those families which have surplus labor
that cannot be readily utilized through
other sources.

it
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The ease with which production credcould be obtained and the need for

supplementing income have been
fluential in causing many farmers

in-

to

allocate a part of their resources to
broiler production.
The financing of the broiler industry grew around the fact that the industry developed almost entirely as a
side-line business with growers.
At
the time of this study, there were indications that only flat-fee and cash
growers receive enough returns to permit expansion of the industry if they
were wholly dependent on it for their
income and devoted full time to broiler

production.

The

financial structure of the indus-

has resulted in higher credit
charges than might have been necessary otherwise.
To the extent that
dealers are interested in the composite
results of their broiler financing operations they have considerable latitude in
try

establishing their credit policies.

It is

conceivable that their books may show
appreciable losses on some broods and
large profits on others.
However, the
higher price charged for feed under the
flat-fee tends to magnify the actual
loss on the brood, if loss occurs, since
the dealer pays the same price for the
feed he furnishes different growers under different plans. Flat-fee growers,
although generally less efficient, received higher returns on the average
than the more efficient open-account
producers.

Assuming no large amount of bad
accounts, the feed dealers realized more
gross returns where they operated
wholly on an open-account basis, especially when the margin between cost
of production and the price of broilers
was as small as it was during the period studied.
This assumed that they
would be able to collect from openaccount growers if loss occurred. Feed
and supplies can be obtained by the
dealer for the same outlay regardless
of what type of plan he uses to finance growers. Birds are sold at market prices regardless of the type of
plan under which they are raised.
The average amount paid the grower
under open-account was 1.0 cents per
pound, as compared to 2.26 cents per
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pound under the flat-fee. Obviously,
the grower took less return from openaccount operations and was in essence
paying a higher price for feed and supon the other hand,
to determine what
they were being charged for credit.
Cash prices varied among dealers for
plies.

found

Growers,

it

difficult

different kinds of feed. An increase or
decrease in the credit price may or
may not be a reflection of a change
in the price of feed purchased by the
It appears that, if the price
dealer.
of broilers remain at about the present
level or falls, a reduction in the price of
feed will be necessary if dealers desire
to keep their growers operating on an

open-account basis.

The broiler industry seems to carry
a high potential value where there is

need
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an intensive enterprise to
surplus labor.
With some adjustment in the credit charge and adoption of more standardized policies to
regulate the relationship between dealer and grower, the industry would
probably offer an excellent opportunity to growers.
for

utilize

It is necessary to provide some production incentive if growers are to be

encouraged
to
produce
efficiently.
Probably the most effective measure
that could be utilized toward this end
would be the exclusive use of financial
plans which make the returns to the
producer dependent on the feed conversion obtained.
Some price differential based on the quality of birds produced would also serve as a valuable
incentive.

